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CONSOTIDATION PROGRAM FOR RURAT BANKS
IMPLEMENTING GUIDELINES

Following opprovol by the PDlc, BSP, LBP ond CFIEP of their respective porticipotions inthe consolidotion Progrom for Rurol Bonks, these implementing progrom guidelines("Guidelines") ore hereby issued,r

The GPRB wos estoblished in recognition of the need to further strengthen ondenhonce the viobility of rurol bonki given their importonce 
-in 

prouioing essen1olfinqnciol services to the community, porticulorly in tneir specioliiejor niche morkets,ond in promoting finonciol inclusion ond finonciolstobility in the economy.

The Progrom seeks- to encouroge consolidotions ond mergers omong rurol bonks tobring obout o les frogmented bonking system by enobling-rurot bonks to: (i) improvetheir finqnciol strength; (ii) enhonce their viobility; (iii) strengthen monogement ondgovernonce; (iv) generote synergies ond economies of -scole 
through commoninfrostructure, systems ond resources; ond (v) expond their morket reoch.

Section 2.0 Definilion of Terms

For purposes of these Guidelines, the following ocronym$ words ond phroses shollmeon os follows:

2'1 "Agencies" collectively refer to the PDlc, the BSp ond the LBp os outhors ondodvocotes of the progrom.

2'2 "cFlEP" refers to the countryside Finonciql Institution Enhoncement progrom
which sholl provide funding supp.ort to the Progrom, 

""nriri"ni'Juitn 
it, objectivesof improving the long term viooility of countryside 1nonciol institutions.

2'3 "consolidotion", involves the combinotion of ot_leost five (s) rurol bonks (RBs),resulting in their dissolution ond the creotion of o new entity, subject to theprovisions of existing oppricobre ond rerevont rows,

2'4 "Doy" (or doys) refers to business.doy or doy other thon o soturdoy, sundoy ordoy on which commerciol bonks in Metro Monilo or" g"n;rolly closed forbusiness,

I 
enitippine Depo$t Inglronce corporotion (PDlc) Boord Resorution No. 201$0$063 doted 20 Moy 2oi5; Bongko sentrolng Pilipinos (BSP) Monetory Boord 1ve) nesorurlon No. 99s doted rg June_20rs; Lond Bonk oi tn. pninppines (LBp)codified fuproMns Sisning nutnoriiies,'oi-.r!"g9q, o", b.i"tJrylJ 6errincote oti.o zc.;;. 2015; ond opprovol

tXTti: 

",# 

2015 or the cbuntrysioe rinoncioiinttit ti#r en[""-JJrL^ip.si". 
<cFre-pj Td;;;.. or tundins supporr



'.$

2'5 "Finonciol Adviser" refers to.the odviser engoged by the proponent Bonks fromomong the top five finonciol odvisers oqGd on the cFlEp Guidelines on theFunding support for the Progrom, whicn sholl provide linonciol, legol ondproperty opproisol services to the Proponent Bonks os set forth under Section g,7ond the Terms of Reference for the FinonciolAdviser opproved by the cFlEp,

2'6 "Finonciol Adviser's Finol Report" includes but not limited to the reporf on: (i) themethodology (ii) the vqluotion ond opproisot reports of ossetg (iii) legot ouditreport on pending coses; (iu) 11" oue oitigence findings inctuding report on theover-oll finonciol condition of the Propon6nt Bonks; <uitn. pioposed ownershipond copitol structure ond proposed consolidotion'or meiger plon of thesurviving Bonk; 
-(vi) the orgonizotionol structure ond integrotion plon, businessplon including finonciol projections for the surviving gon[ ond (vi) oll reportsond documents required to be delivered by the Finonciol Adviser under theGuidelines, Terms of Reference in the Engogement of the Finonciol Adviser qndthe Engogement Controct.

2'7 "Merger" involves the combinotion of of leost five (s) rurol bonks, one of whichsholl be the surviving entity. subject to the provisions'or"xisting opplicoble qndrelevont lows.

2'8 "MoA" refers to the "Memorondum of Agreement on the consolidotionProgrom for Rurol Bonks omong the Proponent Bonks" which sholl contoin theProponent Bonks' ogreements oi indicoted in section 7(fl,

2'9 "Mou" refers to the Memorondum of Undertoking in fovor of the Agencies dulyexecuted jointly by the Proponent Bonks which sholr contqin the commitments,representotions, worronties ond other obligotions of the proponent Bonks osindicoted in Section 7(g),

2'1o "Progrom" refers to the Consolidotion Progrom for Rurol Bonks or CpRB.

2'11 "Proponent Bonks" refers to the porticipoting rurol bonks which quolify under theProgrom pursuont to Section S,

2,12 "RBCAR" meqns the "Risk Bosed copitorAdequocy Rotio,,,

2'13 "sEC" refers to the securities ond Exchonge commission which opproves theregistrotion of the surviving Bonk os q conrol-kloted or merged oont<.

2'14 "surviving Bonk" refers to the resulting entity ofter consolidotion or merger of theProponent Bonks,

Seclion 3.0 Inleoretofion

The heodings in these Guidelines ore inserfed for convenience of reference only ondsholl not limit or offect the interpretotion oi it" prouirionr. References-to sections qndonnexes qre to be construed qs references to ftre Sections onJ nnnrxes to theseGuidelines.



:.'

Seclion 4.0 Progrom Avqilqbilitv peilod

The Progrom sholl be ovoiloble from 25 August 2015 to 25 Augusl 2oll. To ovoil of theProgrom, letfers of intent/opplicotion duly-supported by certificotion of boord ondshoreholders' opprovols of the Proponeni gonks ond 
"ir 

oin"r-reluireo documentsenumeroted in Section 7 must hove been duly submitted to ond received by the pDlC
on or before 25 August 2017.

Any group of of leost five Proponent Bonks, the heod offices or mojority of thebrqnches of which, sholl preferobly be locoted in the some region or oreo, ond whoseconsolidotion or merger would result to o suruiving Bonk with_

o, RBCAR of ot leost l2%o; and

b' A combined unimpoired copitor of qt reqst pr0oMn.

Rurol bonks whose heod office is locoted in o neorby region moy be included,provided thot the progrom objectives sholl be met,

Seclion 6.0 Progrom Supoort

The Proponent Bonks moy ovoil of the following progrqm support;

6,.| Funding ossistonce for:

o' Finonciol odvisory services in occordonce with Sections g.6 ond .|3,2;

b. Business process improvement services in occordqnce with section .|3.3;

ond

c, Copocity building support servlces in qccordonce with Section .|2.3,

6'2 Regulotory Incentives under BSP Circulor No. 237, os omended by Circulor Nos,771 doted october ll,2012 ond 494 dqted September 20,2OO5 ond otherexisting lows ond rules subject to the Proponent Bonks' complionce of therequirements therein ond opprovol of the concerned ogencies.

To ovoil of the Progrom's incentives, the Proponent Bonks sholl submit three (3) sets ofthe following documents to the PDlc through the office of the vice president-
Resolution Group:

o) Letler oddressed to the PDlc ond the BSP indicoting their intention toconsolidote or merge under the progrom;

b) Duly occomplished CpRB opplicotion form;



c) Resolution of the Boord of Directors of the respective proponent Bonksopproving the consolidotion or merger with other proponent Bonks under theProgrom' The resolution sholl be Ledified under ooth by the respectivecorporote secretories of the proponent Bonks;

d) Resolution of the stockhorders.. representing ot reost two_thirds (2/3) of theoutstonding copitol stock/contribution of eo"cn proponent go;k- 
"pproving 

theconsolidotion or merger with other Proponent gqnlc under tne nrogrom, Theresolution sholl be certified under ooth by the respective corporote secretoriesof the Proponent Bonks;

e) Secretory's certificote of Adoption of Boord Resolutions of eoch of theProponent Bonks contoining the iollowing:

i' Approvol by the Boord of the request for ovqilment of funding ossistonceunder Section 6..|;

ii' Approvol by the Boord of the MoA omong proponent Bonks contoiningthe terms under Section 7(f1, the Mou in fovbr of the Age;Ls contoiningthe terms under Section 7(g), Confidentiolity AgreSr.nf ond otherdocuments os moy be required under the progiom;tno

iii' Designotion of the Proponent Bonk's outhorized signotories to executeond deliver the foregoing documents in relotion Io the progrom ondottesting to their specimen signotures.

t' Duly executed joint MoA omong Proponent Bonks contoining, omong others,the following:

i, The ogreement to consolidote or merge under the progrom, ond tocomply with the progrom's requirements,

ii' The commitment to: (o) ollow the duly designoted Finonciol Adviser toconduct due diligence on the Proponent-Bonks; 
""J iol voluntorilydisclose ond ollow occess to oll records, documents ond informotionpertinent to their respective bqnks' finonciol condition ond otherinformotion os moy be required by the FinonciorAdviser,

iii' The ogreement to occept the results of the Finonciol Adviser,s duediligence review including the consolidotion/merger structure,

iv, The infusion of odditionqr fresh copitor. os moy be needed, to bring theresulting RBCAR ond combined odjusted copitol of the Rroponent Bonksto the required copitol level pursuont to sections s ond 9.

v' The ogreement to odopt the humon resource ond systems integrotionpron for the suruiving Bonk os proposed by the FinqnciqrAdviser,

vi' The nominotion of directors in the suruiving Bqnk who possess thequolificotions qnd none of the olsquotiiicotionr under ase'r"grlotions,who odhere to sound governonce principles ond who will work to ensurethe viobility of the surviving Bonk to ;tot;Jhe objectives of the progrom.



vii' The instollotion in the Surviving Bonk of o professionol monogement teomthot compties with BSp reguloiions,

viii. The institution ond odoption of copocity buirding meosures,

ix' The submission of voluotion ond opproisol reports, due diligence 1ndings(including reporf on the over-oll finonciol condition or ihe proponent
Bonks) of the Finonciol Adviser ond such other informotion os moy berequired by pDtC ond BSp.

x' The submission of the business plon, including strotegies, finonciolprojections ond proposed orgonizotionolstructure fior the Stlrviving Bonk.

xi' The ogreement on cost shoring of expenses under the progrom includingdeoling with withdrqwol (voruntory or invoruntory) by" ony of theProponent Bonks,

xii' The ogreement to fully reimburse CFIEP's shore in the expenses coveringthe engogement of o Finqnciol Adviser ond/or business processimprovement services in cose the consolidotion or merger of theProponent Bonks does not moteriolize.

xiii' Designotion of o duly outhorized representotive ond his olternote forpurposes of communicotion ond coordinotion with the Agencies,

g' Duly executed joint MOU of the Proponent Bonks' commitment to the Agenciesto obide by the following:

i' The terms ond conditions of the Progrom qs ouflined in the Guidelines,ond their obligotions under the rvrbn omong the proponent Bonksreferred to in Section 7(f),

ii. Their worronties ond representotions to the Agencies,

iii' Gront outhority to PDIC to request for quototions from the pool offinonciqr odvisers occredited under the progrom,

iv' ln cose the consolidqtion or merger of the proponent Bonks does notmoteriolize, fully reimburse CFIEP'sihore os speci1ed under Sections .13,2

ond l3'3 in occordonce with their ogreement on cost shoring ond, toshoulder equolly ony deficiency in the reimbursement of CFlEp,s shore, inthe event of foirure of ony of the proponent aonrs to poy itscorresponding shore.

v' Gront outhority to BSP to deduct from their respective occounts with BSp,ony omount due to the CFIEP. in cose they foil to remit theircorresponding shore to reimburse CFIEP shore under Sections .|3.2 
ond13,3 in occordonce with Sections 14,1 ond 14,2.

vi' Engoge q business process consultont for the Surviving Bonk inoccordonce with Section.l2'2, with the opprovol of the proponent Bonks,respective boord of directors,

h' Duly executed confidentiolity Agreement of eoch of the proponent Bonks; ond
5



i' copy of the Proponent Bonks' respective lqtest oudited qnd interim FinonciolStqtements.

PDlc sholl only receive complete sets_of the foregoing documents from the proponent
Bonks' PDlc sholl immediqtely furnish BSP ond LBF copies of the comptete documentswhich PDIC received from the proponent Bonks,

8,1

8.2

8,3

8.4

8,6

Upon receipt of the complete set of requirements os provided under Section 7,PDlc sholl request the top five finonciql odvisers to submit proposots forengogement of their seruices, bosed on the Terms of Reference. me quototions
sholl be oddressed directly to the Proponent Bonks' duly designqted outhorizedrepresentotive, copy furnished pDlC,

Within ten (10) doys from receipt of oll the quototions from the top five finonciol
odvisers, the Proponent Bonks sholl:

o' Collectively decide ond select the Finonciol Adviser with the mostreosonoble quote ond which is most responsive to the Terms of Reference;
ond

b, Notify PDIC of their choice for Finonciol Adviser.

Within two (2) doys from receipt of notice of choice, pDlC sholl communicote to
CFIEP the Proponent Bonks' choice of Finonciol Adviser,

Within five (5) doys from receipt of the choice of the Finonciot Adviser, cFlEp.through its Technicol Committee OC), sholl issue to the proponent Bonks,outhorized representotive the notice to proceed with the engogement of theFinonciol Adviser,

Within five (5) doys from the receipt of the notice to proceed, the proponent
Bonks sholl enter into o Controct of Engogement of Finonciol Advisory Seruicescontoining the terms ond conditions under the Terms of Reference, copy
furnished PDIC,

Within five (5) doys from the execution of the Controct of Engogement of
Finonciql Advisory Services, the Proponent Bonks' outhorized repreieniotive snott
releose to the Finonciol Adviser the initiol poyment for its services equivolent to20% of the Finonciol Advisers' fee os indicoted in the soid Controct ofEngogement. The bolonce equivolent to 80% of the Finonciol Adviser's fee shollbe for the occount of CFlEp.

The controct of Engogement of Finonciol Advisory Services sholl becomeeffective upon the Finonciol Adviser's receipt of the 20% initiol poy'.'.nt from theProponent Bonks pursuont to the terms of the Finonciol Adviser's engogement,ond such other terms ond conditions os moy be ogreed between the-proponent
Bonks ond the Finonciol Adviser,

upon receipt of the 20% initiol poyment, the Finonciol Adviser sholl immediotelycommence ond render finonciol odvisory services, including finonciol, legol ond
6

8,7



opproisol services qnd/or octivities, which sholl include but not limited to thefollowing:

o' Engoge legol counsel who sholl per-form o legot oudit of pending coses ofeoch of the proponent Bonks, provide regor douirory seruices ont pr"por"ond hondle oll documentotion requirem.its for consolidotion or merger osthe cose moy be, such os the shorehorders' ngreement, pron ofConsolidotion or Merger, Articles of Consolidotion or-M"rg"r, Articles oflncorporotion ond By-Lows of the surviving gqnk ond other documents qs
moy be required by the regulotory ogenciei.

b' Engoge opproisers to do o voluotion of the reql estote ond other properties
of the Proponent Bonks.

c. Conduct due diligence on the proponent Bonks.

d' Determine the finonciol condition of the Proponent Bonk using stondordporometers,

e, Prepore voluotion study on eoch proponent Bonk.

f ' Recommend ownership ond copitol structure of the Suruiving Bonk bosed onthe results of the voluqtion study,

g. Assist the proponent Bqnks in the preporotion of the business pron/strotegy,
orgonizotionolstructure ond humon resource strotegy for the Surviving Bonk.

h' Assist in coordinoting with the sEC. the Agencies ond the Bureou of InternqlRevenue, if necessory.

i, Undertqke other functions/octivities required to complete ond imptementthe tronsoction contemploted under the' progrom,

within fifteen (15) doys from the conclusion of their due diligence review, theFinonciol Adviser sholl submit the report contoining the result of voluotion ondthe Suruiving Bonk's ownership structure for oppro:vol of tne proponlnt Bonks,respective boord of directors ond shoreholders, copy furnished pDlC ond BSp,

Seclion 9. 0 Infusion of Addilionql Cqpilql

9' l In cose the resulting RBCAR 
^o1d 

the unimpoired copitol of the surviving Bonkbosed on the Finqnciol Adviser's report- ore below 12% ond plo0Mn,
respectively, the Proponent Bonks shqll infuse odditionol fresh copitol to meetthe Progrom's minimum copitol requirements in occordonce with theircommitment under the MOA ond MOU.

9'2 The Proponent Bonks sholl couse the infusion of the fresh copitol required underthe Progrom through ony or o combinqtion.of,the i.rr""ii"J (i) the existingshorehorders of the proponent Bonks, 
"^i/"iiii; o tni,o porty investor,

8,8



l0'l ln the event thot the resulting RBCAR of the Surviving Bqnk folls short of the l27orequirement but is of leost .|07o, 
the Surviving Bonk- moy ovoil of LBp,s rqu-,tvInvestment Focility to bring the RBCAR to l2%,

1o'2 The surviving Bonk's eligibility under this focility sholl be subject to LBp,s specificterms ond guidelines ottoched hereto os Annex "A" ond mode on integrol porfof the Guidelines.

ll'l The Proponent Bonks sholl secure the opprovol of their respective boord of
directors ond shoreholders on the finol plon of consolidotion or merger,

11'2 Within sixty (60) doys from receipt of the Finonciol Adviser's Finol Report, the
Proponent Bonks sholl secure the regulotory consents ond/or opprovol of the
PDIC. the BSP ond the SEC os provided under existing lows for oll bonks on
consolidotions or mergers.

I 
.|,3 

Upon BSP issuonce of the Certificote of Authority to operote os the SurvivingBonk the Proponent Bonks sholl secure from the SEC the Certificote of
Registrotion of the Surviving Bonk.

section | 2.0 Inteorolion ond olher Acfivities of the survivino Bonk

12'1 within thirty (30) doys from the isuqnce by the CFIEP TC of the certificote of
completion of the Finonciol Adviser's Finol Report, the Proponent Bonks, with the
ossistonce of the Finonciol Adviser, consultont ond the Agencies, sholl conduct:

o, Integrotion ond business process improvement
b, Copocity building octivities; ond
c, Such other octivities necessory to ensure the success ond viobility of the

Surviving Bonk.

12'2 The funding support for the business process improvement services moy be
ovoiled by the Proponent Bonks, subject to the some terms qnd conditions forthe ovoilment of the finonciol qdvisory services ond the procedure in the
engogement of the Finonciol Adviser os provided in the Guidelines. provided,
however, thot the shoring of expenses sholl be subject to Section 

.13.3.

The business process improvement sholl include:

o. Integrotion process (doto ond records integrotion, consolidotion of
bqckroom octivities, finonciol reporting);

b. Development ond updoting of mqnuqls; ond

c' Guidonce on outomotion/new system requirement os o result of theintegrotion,

12'3 The Agencies ond CFIEP sholl provide copocity building support services such ostroining on credit evoluotion ond orcministrotion, ouoit ond internol control,personnel monogement, occounting/record keeping, treosury, informotiontechnology, ond governonce of no cost to the suruivingt"nr.,---
8



13'l CFIEP sholl porticipote in the Progrom by providing the funding requirements inoccordonce with these Guidelinei

13'2 The totol cost of the finonciol odvisory services incrusive of opplicobte toxes shollbe shqred by the CFIEP ond the ptoponlnt Bonks in occordonce with thefollowing proportion:

CFIEP
Proponent Bonks

CFIEP
Proponeni Bonks/
Surviving Bonk

807o

20y"

l3'3 The totol cost for the business process.improvement services on the survivingBonk inclusive of opplicoble toies sholl be shored by cFlEp qnd the proponent
Bonks (or surviving Bonk) in qccordonce with the foilowing proportion:

991"n the l.tyeorj S0% on the 2no yeor
20% on the lst yeor 507o on the 2no yeor

For this purpose, the lst yeor sholl commence on the dote of isuonce by theCFIEP TC of the certificote of completion of the Finonciol noviser;s Finol Report.

l3'4 The Agencies sholl not be lioble for ony omount due to the Finonciot Adviser inexcess of cFIEP's shore under sections .|3,2 
ond 13.3. Any odditionol poyment forthe finonciql odvisory ond business orocess-improvement service providers shollbe for the occount of the proponent Bqnks.

13,5 All other fees ond expenses reloted
Proponent Bonks under the progrom
Bonks,

to the consolidotion or merger of the
sholl be shouldered by the Froponent

13'6 For cFIEP's corresponding shore in the fees under sections 13,2 ond .|3,3, 
thesqme sholl be remitted to the Finonciol Adviser ond the uusiness processimprovement service providers only qfler the Proponent Bonks sholl hove fullypoid their corresponding shore thereto,

14'1 The Proponent Bonks sholl be under obligotion to reimburse cFlEp,s shore undersections l3'2 ond 13,3 in qccordonceLitn their ogreement tn cost shoringwithin three (3) doys from receipt of the demond for reimbursement in cose theconsolidotion or merger does not moteriolize,

14'2 In cose o Proponent Bqnk refuses or foils to remit ony poyment due to cFlEpunder section l4'1, the BSP, ofler due noticl from th.; ciiip'io r,. proponentBonk concerned, sholl proceed to debit tne Froponent Bonk,s demond deposittherewith' corresponding to the omount Jue for poyment os contoined in thecFIEP's demond for ieimbursement/poyment from the proponent Bonkconcerned pursuont to the outhority gri;ni"J to BSp under-the Mou executedby the Proponent Bonks. The full fiili de_bited shoil be credited to thedemqnd deposit occount of the CFtEp 
"ritn 

tn"LSp,



l4'3 Any deficiency due to the foilure by ony of the proponent Bonks to poy cFlEp infull of its corresponding shore sholl be divided equolly orong the remoiningProponent Bonks, The poyments/collection of such deficiency sholl observe thesqme procedures set forth under the preceding section, Thl proponent Bonkssholl exercise their rights under their ogie.r.nt if ony, or under the lqw, to exoctreimbursement from ony non-poying iropon"nt Bonk occordingry,

Section 15.0 Amendmenls

The Agencies moy execu-ie o supplement or omendment hereto for the purpose ofodding provisions, chonging or modifying provisions of these Guidelines os moy benecessory to ochieve the progrom's objectives,

Section 16.0 Effectivitv

These Guidelines sholl tqke effect immediotely,

l0



Annex A

Guidelines on the tBp Equity Investmenl Focility
under the consolidotion progrom for Rurol Bonks tcpnel

A. Rolionole

Upon consolidqtion or merger of Proponent Bonks, ond in cose the resulting Risk-Bosed copitol Adequocy Rotio (RBCAR) ond the unimpoired copitol of thesurviving Bonk bosed on the Finonciol Adviser's report ore below 12yo ondPlooMillion, respectively, the Surviving Bonk sholl infuse odditionol fresh copitol tomeet the Progrom's copitol ond RBCAR requirements, through ony or ocombinotion of the following: (i) the existing shoreholders of the pr6-ponent Bonk;ond/or (ii) o third porty investor.

In the event thot upon copitol infusion by the existing shqreholders or third porty
investors, the resulting RBCAR of the surviving Bonk is ot leost 10% but t>etow 127o,the Suruiving Bonk moy ovoil of LBP's equity inirestment focility under the progrom,

Objectives

LBP equity infusion sholl be underloken to meet the following objectives:

l, lncreose the RBCAR from of leqst l}%to 12%:
2, Strengthen the copitol bose of the Surviving Bonk;
3, Help sustoin long-term viobility of the Rurol Bonking sector,

Equity Inveslment Focitity

l. EligibilityCriterio

surviving Bqnk (consolidoted or merged bonk) under the progrom;
No qdverse findings_on the principol (Directors/Key Officers);
RBCAR of ot leost l0% but les thon l2%
Minimum copitolizotion required by the progrom;
Adequote Reserves for the four (4) week feriod preceding the opplicotion
(bosed on the submitted interim finonciol stotements); ond
Net post due rotio of not more thon l5%

B.

c.

o.
b.
c.
d,
e,

t.

2. Moximum omount Up to 1007o of the totol copitol requirement in
bringing the RBCAR from ot teost lO% to 12%; or
up to 30% of the totol issued ond poid_up copitol
stock, whichever is lower,

: o, Moturity of ten (10) yeors from the dote of
releose, notwithstonding ony chonge in the
structure of ownership of the surviving Oont<;

3. Feotures



b. LBp's entirement to be represented in the
CFI Boord;

c, prefened shores;

d, Cumulotive dividends;

e, To be fully redeemed of moturity of por or
book vqlue. whichever is higher plus unpoid
dividends, if ony

f' Non-voting but shot be entired to vote on
corporote octs specified under Section 6 of
the Corporotion Code

g, Dividend Rote of 10_yeor R2 plus 2.5To, or a
floor rote of 6,5%, whichever is higher, fixed ot
the time of ovoilment,

h, Booking of the equity by the CFt shoil be
recognized under lier 2 Copitql

4. Other Terms ond Conditions:

lssuonce of the prefened shores under_the Progrom sholl require complioncewith the following in occordonce with BSP circ-utor No. 7gl, series of 2ol3 qndother requirements:

o,

b,

It must be issued ond poid-in;

It must be subordinoted to depositors ond generor creditors of the Bonk;

It is neither secured nor covered by o guorontee of the lssuer or reloted entityor other orrqngement thot legolly or economicolly enhonces tne senLrity ofthe clqim vis-d-vis depositors ond'generol creditorsof the Bqnk;

d, With regord to moturity:

1) lt must hove o minimum originor moturity of of reost five (s) yeqrs;

2) lts recognition in regulotory copitol in the remoining five (5) yeors beforemoturity will be omortized on o stroight line bqsis os shown in the toblebelow; ond

c,



e,

3) There ore no step-ups or other incentives to redeem

It moy be colloble of the initiotive of the lssuer only offer o minimum of five (S)yeors:

l) To exercise o coil option the Bonk must receive prior supervisoryopprovol; ond

2) The Bonk will not do onything which creotes on expectotion thot the collwill be exercised; ond

3) The Bonk will not exercise o coll unless:

i' The Bqnk reploces the colled instrument with copitol of the some orbetler quolity ond the replocement of this copitol is done otconditions which ore sustoinoble for the income copocity of the Bonk;
or

ii' The Bonk demonstrotes thot its copitol position is well obove the
minimum copitol requirements ofter the coil option is exercised,

The investor must hove no rights to qccelerote the repoyment of futurescheduled poyments (coupon or principor), except in bonkrupicy ondliquidotion;

The instrument connot hove o credit sensitive dividend feoture, thot is odividend/coupon thot is reset periodicolly bosed in whole or in porf on theBonk's credit stonding;

Neither the Bonk nor o reloted porly over which the Bonk exercises control orsignificont influence con hove purchosed the instrument, nor con the Bonkdirectly or indirecfly hove funded the purchose of the instrument;

It must be underwritten by o third porfy not reloted to the issuer bonk norocting in reciprocity for ond in beholf of the issuer bonk.

The instrument sholl be converted into common equity upon the occurrenceof o trigger event subject to the provisions os mqy be defined by 
-asp. 

rn.trigger event occurs when the Bonk is considered non-vioble os determinedby the BSP, Non-viobility is defined os o deviqtion from o certoin levet ofC-ommon Equity Tier I (CET1) Rotio. inobility of the gonk to continue business(cLosuRE) or ony other event os determined by the BSp, whichever comeseqrlier,

The issuonce of ony new shores os o result of the trigger event must occurprior to ony public sector injection of copitol so thot the copitol provided bythe public sector is not diluted.

The requirements on ros obsorbency feotures of Tier 2 copitor of point ofnon-viobility os provided in Annex r oi asp Circulor N". z8f doted tS Jonuory20.|3 sholl likewise be observed,

f.

g,

h,

t.

J,



Following the provisions of item l0 of Annex F of BSp circulor 7gl, the formutofor the conversion of the totol outstonding notes into common shores whenthe trigger event sholl hove occurred onb the lssuer is declored by BSp tohove reoched the point of non-viobirity, shoil be os foilows:

;

No. of Cornmon Shares = :

i : 5o7" 
1 

A|iusEd Book Vlue oer st'"5 
i

where the omount of investment perfoins to the preferred shores issued whilethe odjusled book vqtue per shore refers to the book vqlue of the time fhecopitol instrument is isued, ond determined using the formulo:

Totol Oulslonding Shores

The odjusted book volue per shore sholl be the figure thqt will be obtqinedfrom the Finqnciol Adviser's report or from the l6test finonciol stotements
using the obove formulo.

The number of common shores obtoined using the obove formulo sholl bethe minimum number of common shores to be ieceived by LANDBANK.

l ' The isuer must moke the necessory odjustments to its Ar1cles oflncorporotion to occommodote the converiion of the copitol instrument
into common shores for loss obsorbency of the point of non-viobility

k. The write-down will hove the following effects:

l. Reduce the cloim of the instrument in liquidotion;
2. Reduce the omount re-poid when o coll is exercised; qnd
3. Portiolly or fully reduce coupon/dividend poyments on the instrument,

t, The lsuer must submit o written exlernol
requirements on the issuonce of the
subordinotion ond loss obsorption feotures.

legol opinion thot it hqs met the
prefened shores, including the

It must cleorly stote on its foce thot it is not o deposit ond is not insured by the
Philippine Deposit Insuronce Corporotion (,,pDlC;').

The existing LBP equity investments ond loons in the porticipoting bonks, if ony,
should be recognized by the Suruiving Bonk;

lssuer must meet oll of the following Eligibility Criterio prior to the releose of the
equity investment proceeds:

n.

o,

l, Should be Surviving Bonk (rnerged or

z. No ooverse findings on the principol

3. Risk-Bosedcopit@
At leost l0% but tes thon 12%



4. Minimum copitotiz@
Progrom At leost P10O Million unimpoired

copitol
Adequote tteserv@
period preceding the opplicotion @osed on

submitted interim finonciol
6. Post Due Rotio (net)

Not more thon lS%

p' The duly opproved equity investment proposol con be ovoiled of one (1) yeorfrom the dote of opprovol;

q. ln comprionce with the BSp circuror No, g26, series of 2o14,

1) The lssuer sholl provide the oppropriote Risk Disclosure stotement for theissuonce of odditionol Tier 2 copitol instruments. The soid disclosurestotement sholl exploin the loss obsorbency feotures of odditionol Tier 2copitol instruments os well os the resulting processes thot will be effectedwhen triggers for loss obsorbency ore breotheo;

2) the LBP, through its Investment Bonking Group. sholl issue certificotionstoting thot:
i' it hos been provided o Risk Disclosure Stotement which omong others,

exploins the concept of los obsorbency for odditionol Tier 2 copitol
instruments os well os the resulting processes should the triggers ore
breqched;

ii' it hos reqd ond understood the terms ond conditions of the issuoncejiii' it is owore of the risks ossocioted with the copitol instruments, ondiv' soid risks include permonent write-down or conversion of the debt
instrument into common equity of o specific discount.

5. Documentory Requirements

o. Pre-processing Requirements

l) Written endorsement from LBp Servicing
opplicotion for LBp equity investment

Lending Center (SLC) on CFI

2) originol copy of CFI opplicotion letter signed by its duty outhorized
signotory

3) originol copy of BoD Resorution opproving the cF[s outhorized
representotive/signotory to CFI opplicotion for LBp equity investment withhis/her picture ond specimen signotures, ond the cFl opplicotion for LBpequity investment

4) Copy of the merger or consolidotion plon;
5) certified true copy of Legol Reserves schedure for 4 weeks immediotelypreceding the submitted rotest quorter-ended FS of the current yeor6) Finonciol Stotements (FS) - Bolonce Sheet & Income Stotemenfo) certified irue copy of oudited ond BrR-fired FS for the post yeor/s, ifopplicoble, stomped received by BIR

b) cerfified true copy of rotest quorter-ended FS of the current yeor,stomped received by BSp



c) certified true copy of computotion of Adjusted Risk-Bosed copitolAdequocy Rotio (RBCAR) comprising Port t: CAR Report ond port ll:euolifying Copitol, stomped received by BSp:

i. For the post yeor, if opplicobte; ondii, Lqtest quorter_ended FS of the current yeor

Note: The required FS cover onty the W West*
ended FS of the current yeor

7) Business plon

8) S-yr' Finoncior projection consisting of the foilowing:

o) Copitolstructure
b) Bolonce Sheet
c) Income Stotement
d) Cosh Ftow Stqtement

9) Other documents;

o) certified true copy of cFr outhority to operote gronted by BSpb) certified true copy of existing registrotion ond orticles of incorporotion
ond bylows

c) List of mojor stockholders ond their stockholdings with their bio-dotod) List of Directors qnd key otficers with their bio_doto
e) Lotest Bl/cl results on cFl (not more thqn 6 months from lotest quorter-

ended FS)

D copy of lotest opproved cFP on Rediscounting focility gronted to cFl,if oppticoble
g) Copy of the FinonciolAdviser,s Report

b. Pre-releose Requirements

Originol copies of the following:

l) cFl letter request for the releose of proceeds of LBp equity investment2) BoD Resolution designoting cFl outhorized signotory for the execution ofMoA' Escrow Agreement ond other pre-releose documents with his/herpicture ond specimen signotures
3) Duty signed ond notqrized MoA on equity investment
4) Duly signed ond notorized Escrow Agreemento 

,ftyr#:$oved 
Invesrmenr Focirities proposor (Fp) for LBp equiry

6) ILC/B.D Resorutions opproving the LBp equity investment7) Certificote of stock issued in fovor of LBp
8) Written commitment of cFl to effect the conversion of the point of non-viobility



9) Woiver of the respective stockholders of their pre-emptive rights on the
common shores to be issued to LBp of the point of non_viobility".

l0) SEC-opproved omended Articles of Incorporotion ond bylows indicoting
the feotures of equity investment, ond to occommodote the conversion
of equity investment to common shores of the point of non-viobility in
occordonce with the Loss Absorption Feotures under the Terms ond
Conditions of the lssuonce,


